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MOZAMBIQUE - KEY ECONOMIC INDICATORS - 1971 
2 (U.S.$1-million at $1.00 = 25.50 Moz. escudos) 


A B C D E 
ITEMS Cumulative [Change | Rate of 
1969 1970 1971 b Growth Z% 


INCOME, INVESTMENT & PROBUCTION 








GNP, at Current Prices : 1, 530.9% % 73-72% d 13.0 
Per capita GNP, at Current Prices $191.30 | $233.15 | $240.09%* | 3.2 | 11.6 
Plant & Equipment Investment oe. ee). | Ole, he, Tk 

Value of buildings completed 20.50 | 22.03 | 25.90%+ | 14.7 | 16.9 


Capital, newly formed companies(10/30) 95 | 13.16 | 11.52 | 10.5 | 20.6 
“intastrial output (Sept/ing.) ” aie ain) aa 
industrial output (Sept/Aug.) 165.8 1 187. 6.4 9. 





86.4 

MONEY AND PRICES 
Money supply 295.82 14.46 8.2 
Commercial bank loans outstanding 284.57 | 320.44 | 15.1 
Public debt outstanding 145.49 | 150.63 | 6.2 
External debt service ratio 4.1% d 4.6 
Interest rate: BNU-central bank—prime 5 5h x 
Inter. rate: comm. banks -180 days 5% ee x 

: " : comm. banks -ov. 180 days 9% : 
Price Indices: (1956/57=100)=(10/30) 

Lourenco Marques -Avg. Consumer 131.0 134. 154.2 15.8 ° 
Price indices: (1968 = 100) (10/30) ee 

Lourenco Marques: Avg. Gross sales 106.0%} 109.2 165.6 2.9 19. 








BALANCE OF PAYMENTS AND TRADE 

Gold & Exchange reserves (11/30) 13.2 13.6 24.8 133.8 90.8 

Balance of Payments Deficit ‘A.6y 1. S000 |... Beeld 1 =7200: | 54. 

Balance of Trade Déficit (10/30) ARP a he 

Exports, FOB (10/30) 143.19 | 157.78 | 131.55 | -3.4 | i. 
U.S. Share (10/30) 9.52% 10. 

Imports, CIF (10/30) 262.54 | 328.53 | 274.18 | 5.3 | 13.2 
U.S. Share 10/30 0.53%] 973%] 20% | = 34.0 | : 


MAIN IMPORTS FROM US (Jan/Oct. 1971) in US$1-million: airplanes & parts —- 2.04; 


wheat - 1.57; tractors - 1.43; airconditioners & refrigerators - 0.55; graders & 
rollers - 0.55; automotive equip. & parts - 0.45; cardboard & kraft paper - 0.44; 
internal combustion engines & parts - 0.44; lubricating oil - 0.33; insecticides, 
disinfectants & detergents —- 0.32; pumps & parts — 0.30; agricultural machinery, 

nesp. — 0.22; excavators — 0.17; pharmaceutical products - 0.15; iron & steel plates, 
pipes, tubes & containers -— 0.13; bolts, nuts & screws - 0.14; transformers & 
generators — 0.11; bearings, n.sp. - 0.10; tools, n.sp. — 0.09; hardware & 

soldering rods — 0.06; calculating machines - 0.06; parts for railway rolling 

stock - 0.05; books and magazines — 0.05; caustic soda —- 0.04; man-made fiber 
textiles -— 0.04. 


Sources: Bol. Men. de Estat.(1970-71), sundry issues; Indust. de Mog. (1970-72, 
eae heeees. 


(*) Stated by the Portuguese Overseas Minister, Lisbon. 
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(24+) Estimated by the Consulate General, subject to correction and revision. 





SUMMARY 


Mozambique's growth rate slowed to 4.5% in 1971 because of a poor 
crop year and commercial restrictions designed to check its chronic 
balance of payments deficit, but the long term outlook is for 
continued rapid economic development promoted by increasingly dynamic 
governmental planning. 


The United States remains Mozambique’s second most important foreign 
customer, and economic expansion is likely to continue the demand for 
heavy equipment which constitutes the bulk of American exports to 
Mozambique. The persistent guerrilla warfare in the northern 
frontier districts, together with international reactions to it, 
remains, however, as an element of uncertainty. 








Part A — Current Economic Situation and Trends: 





A poor year for crops coupled with a commercial slowdown resulting from 
Mozambique's continuing balance of payments deficit, reduced the growth of 
Mozambique!s GNP to 4.5% in 1971, a respectable figure but one far below 
the spectacular rates recorded in recent years. Governor General Pimentel 
dos Santos recently estimated the average growth of Mozambique's GDP, 
between 1963 and 1970, at 9.4 percent per year, including both the monetary 
and subsistence sectors. By 1971, Mozambique had attained a GNP of about 
US$1,974 million, or a per capita GNP of $240 for each of Mozambique!'s 
roughly 8,300,000 inhabitants. 


Agriculture remains the backbone of the Province’s economy, furnishing 
65% of export earnings as well as supplying most of the domestic market and 
supporting the large majority of Mozambicans still dependent primarily on 
subsistence farming. The lion's share of export earnings continues to come 
from largely African—produced cashews and cotton. Cashews are doing well, 
with a rapidly increasing share processed locally, but it is believed that 
effectively controlled cultivation instead of the present gathering from 
wild trees could greatly raise output. Cotton is subject to, and this year 
has suffered from, adverse climatic and disease factors; a massive insect- 
control program is planned which could theoretically triple production in 
a short time. Sugar, tea, and timber remain valuable export crops, while 
sisal and copra are suffering from disastrous drops on world prices. 
Livestock remains backward and hampered by tse-tse fly, traditional African 
rearing methods, and lack of reliable natural pasturage in much of the dry 
south. Serious flooding in southern Mozambique early in 1972 damaged 
Mozambique’?s usually self-sufficient corn crop and other products, but there 
are indications that the floods may have receded in time to allow the sowing 
and rearing of a second crop. The Province continues to have a great shortage 
of wheat, importing over 100,000 tons per year while local production remains 
under 10,000 tons. 


Industrial production was valued at $420 million in 1971, a 9.1% increase 
over the preceding year. Nearly half of this was accounted for by the process-— 
ing of food products (sugar, tea, cashews, beer, wheat flour, and soft drinks). 
Other major items were cotton and jute thread and textiles, non-edible vegetable 
oils, gasoline and other petroleum products (refined from imported crude oil), 
cement, and railway car bodies. Production, in smaller amounts, for local 
consumption included cigarettes, bottles and tin cans, paint, soap, metal 
furniture, pottery, paints, bicycles (assembly) and radios (assembly). The 
growth of industry is being accelerated, however, by currency restrictions 
which discourage imports and encourage the use of funds for local investment. 
In addition to expansion of present industries, such as textiles and food 
processing, Mozambique is expanding into new industrial lines such as pulp 
and paper, storage batteries, rubber tires, and various types of assembly 
from motorcycles to domestic appliances. 





In May 1972 the Governor General estimated that there were, pending, authorized, 
or in construction, over 150 requests for establishing or expanding new 
industries, with a total investment value of $140,000,000 and which will create 
about 10,000 new jobs. 


Despite potential mineral wealth in the Tete area, such as iron ore, tantalite, 
and fluorite, the largest item in Mozambique's small mineral production is coal 
from Moatize. Extensive oil prospecting has uncovered only one as yet 
unexploited natural gas field (Amoco-Mozambique at Pande), and most of the 
prospecting firms (including the American Sunray and Hunt firms) have given 

up, for the time being at least. Total mineral production in 1971 was less 
than $7 million. 


An even less developed resource is fishing, with total production in 1971 of 
about $4 million. Though a large variety of fish live in the waters off 
Mozambique, shrimp and rock lobster have so far attracted most attention, both 
for export and as a local delicacy which is one of the main tourist attractions 
of Lourenco Marques and Beira. 


With imports rising steadily as a result of rising consumption, rapid economic 
development, and the cost of the war against guerrillas in the north, Mozambique 
has developed an acute trade deficit, especially with metropolitan Portugal, 
which counterbalancing invisibles, such as transportation services, tourism, 
and remittances from abroad can no longer correct. This has led to a growing 
ayments deficit, reaching a peak of US$55 million in 1970, a figure which would 
have been still worse had not many payments to metropolitan Portugal fallen 
behind by a year or more. Gradually tightening import and transfer restrictions 
after November 1970 brought the balance of payments deficit down to $15million 
in 1971, with still more drastic restrictions imposed at the end of 1971. 


The restrictions, which reduce imports and other transactions in accordance 
with priorities favoring economic investment and development, have caused a 
moderate slowdown in trade, a scarcity in some goods, tighter employment, and 
substantial price rises (despite controls). Despite general recognition 
that the balance of payments deficit demanded drastic remedies, there is 
considerable dissatisfaction in commercial circles, with the levels of 
restrictions, the allocation of quotas to firms, and the bureaucratic 
procedures involved. 


While skilled labor is in short supply in most fields, there is considerable 
unemployment among unskilled labor because of the constant influx from 

rural areas, though unemployment has not become a source of social unrest. 

The Mozambique Government is undertaking an ambitious new program to establish 
official employment agencies, greatly increase vocational training, and 
improve social services available to workers. Minimum wages were raised in 
mid-1971 to about $1.00 per day (less in rural areas). Domestic servants 

were most affected as most other categories already earned more than the new 
minimum. Significant wage increases were negotiated by bank workers and 
dockworkers, whose unions are better organized than most, and higher salaries 
were granted to most civil servants. With strikes in effect prohibited, 

there has been no important labor unrest in recent years (in the past there have 
been a number of wildcat work stoppages in the Lourenco Marques port). 








In an effort to reduce inflation and encourage local investment, Mozambique 

in 1971 established higher (up to 6%) interest rates for time savings deposits, 
while reducing to 2% the rate on demand deposits. As of September 1971, 
deposits were US$438 million, 17% higher than a year previously. Bank loans 
outstanding rose to US$351 million at the same date, up 10% from the previous 
year. Principal bank lenders were the Banco Nacional Ultramarino (BNU - the 
bank of issue) with US$190 million, the Banco do Fomento Nacional (National 
Development Bank) with US$45 million, and the Instituto do Credito (Credit 
Institute -successor to the Postal Savings Bank) with US$41 million, the last 
two being semi-official institutions. However, loans to trading firms and for 
civil construction, which had totalled more than 50% of all loans in 1970, were 
reportedly greatly reduced during 1971, partly because of heavy borrowing by the 
Mozambique government. 


Despite the difficulties brought on by payments problems, Mozambique remains 
committed to a program of active and accelerating development, with government 
interest focused on infrastructure and agriculture. With the first north- 
south asphalt road almost completed, a nine-year highway program (1971-1979) 
envisages increasing asphalt mileage from 1,700 miles in 1972 to 4,300 miles 
in 1975 and 6,200 miles (10,000 kilometers) in 1979. The giant Cabora Bassa 
hydroelectric dam on the Zambezi is progressing on schedule towards its 1975 
completion date, and will ultimately have a capacity of 18600,000 kwh, fourth 
largest in the world; construction has also begun on the long-awaited 
hydroelectric-river control dam at Massingir, on the Elephants River tributary 
of the Limpopo, With a Limpopo Valley Development agency similar to that now 
in charge of Zambezi valley development. The Mozambique government has issued 
a Four-year Action Program which, inter alia, targets a continued 10% annual 
increase (in fixed prices) of the Gross Domestic Product. With continued 
heavy investments from metropolitan Portugal under the III National Development 
Plan, and greater encouragement than ever before of private and foreign 
investment, the outlook for continued economic growth is good despite the 
fiscal difficulties. 


Nevertheless, there remain certain political uncertainties which have in the 
past slowed Mozambican development (especially in 1964-66) and could do so 
again. Although it subscribes to racial equality and integration, Portugal 
continues under heavy criticism in the UN and elsewhere for administering 
Mozambique and her other African territories as Overseas Provinces permanently 
linked to Portugal, rather than granting them independence. Since 1964 
Portuguese authority has been challenged by a relatively small but persistent 
nationalist guerrilla opposition in the frontier areas of the northern 
districts of Cabo Delgado, Niassa, and Tete. Although security has been 
maintained effectively throughout the rest of Mozambique, the costs of 
containing the guerrillas are considerable and continuing, with no immediate 
end in sight. 





Part B - Implications for the United States: 


The United States is one of Mozambique's most important trading partners, 
normally ranking third (after Metropolitan Portugal and South Africa) and 
taking 10% of Mozambique's exports, and ranking from third to fifth (after 
Metropolitan Portugal and South Africa, and sometimes after West Germany 
and the United Kingdom) as supplier of Mozambican imports. 


Mozambican exports to the United States have been overwhelmingly agricultural, 
with the lion's share devoted to cashew nuts and oil. Thus in the first ten 
months of 1971, American imports from Mozambique totalled US$ 15,450,000, of 
which the major components were: 


Cashew nuts 10,635 tons $ 12,270,000 
Sisal 8,355 1,700,000 
Tea 1,012 " 670,000 
Cashew shell oil (CNSL) 4,676 " 440,000 


American exports to Mozambique during the same ten months totalled 
US$ 17,000,000, but amounted to only a little more than 6% of total Mozambique 
imports. Principal items were: 


Airplanes and parts $ 2,040,000 
Tractors and agricultural 

machinery 1,650,000 
Wheat (26,650 tons) 1,570,000 


Engines, pumps, 
generators, transformers 


and parts 840,000 
Earth excavators and graders 720,000 
Air-conditioners and 

refrigerators 550,000 
Paper and paper products 480,000 


Despite Mozambique's economic problems, the outlook for U.S. exports to the 
Province is generally healthy. While some consumer good items, such as 

room air—conditioners’and domestic refrigerators, are likely to be adversely 
affected (at least temporarily) by import restrictions, most other traditional 
American exports —-such as aircraft of all sorts, railway locomotives, heavy 
duty earthmoving equipment, and other machinery-—— will have sufficiently high 
priorities as to be uneffected by the restrictions, and indeed are likely to 
benefit from the increasing focus of Mozambique developmental planning on 
production and infrastructure. The effort to substitute for consumer imports, 





and to develop export industries, will stimulate opportunities for the sale of 
plant machinery and even of complete factories. Opportunities for the sale of 
agricultural products in short supply in Mozambique, notably wheat and dairy 
products, are likely to continue to the extent that U.S. prices are competitive. 
The great competitive advantage enjoyed by metropolitan Portuguese goods under 
previous payment systems has largely been abolished, which should favor 
American exports whenever prices are competitive. 


A major factor in the possibility of increasing American exports of machinery 
or other equipment to Mozambique will be the ability to provide seller-arranged 
deferred finaneing. Wherever possible, Mozambique seeks to finance the purchase 
of productive or infrastructural equipment out of the revenues it creates. 

Under regulations issued in January 1972, imports of machinery, earthmoving 
machinery, aircraft, heavy motor vehicles, and all equipment worth more than 
$17,500 must in principle provide for deferred payment over 36 months, with 
payment in the first year not to exceed 20% of the total price and interest 

no higher than prevailing (9 - 10%) internal rates. 


Bidders on government and quasi-government tenders are required to place a 
deposit or guarantee of roughly 2 1/2% of the contract price, and must establish 
a legal address in Mozambique or Portugal at which they can be contacted. 
Bidders on government construction contracts are usually required to associate 
themselves with a Portuguese firm; a technique which is likely to prove 
desirable in any case. Grain imports are made by the Mozambique Cereals 
Institute through a list of registered local importers; wouldbe suppliers 

must deal directly with the latter. Information and specifications on major 
contract possibilities can usually be obtained in Lisbon as well as in 
Mozambique, and sometimes from Portuguese Diplomatic Missions abroad. U.S. 
export control regulations prohibit the sale of arms or military equipment 
for use in Portuguese African territories. 


In contrast to policy a few years ago, Portugal favors foreign investment 

in Mozambique, though opportunities are likely to be greater in association 
with Portuguese firms in the Metropole or the overseas Provinces. Liberal 
tax concessions and other benefits are available, especially for investments 
which will substitute imports or increase exports. There are few restrictions 
on repatriation of profits or capital. Wouldbe investors should, however, 
examine the situation carefully, including overall political and economic 
conditions and the social utility of the proposed investment. 


Barring unforeseen circumstances, opportunities for U.S. exports to and 


investments in Mozambique should grow, despite possible temporary setbacks 
in consumer goods in the immediate future. 


* U.S. GOVERNMENT PRINTING OFFICE: 1972—481-593/134 





